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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for 
Housing— Federal  Housing 
Commissioner 

24  CFR  Part  290 
(Docket  No.  R-79-707] 

Management  and  Disposition  of  HUD- 
Owned  Multifamily  Housing  Projects 

agency:  Department  of  Housing  and 
Urban  Development  (HUD). 
action:  Amendment  to  interim  rule. 


summary:  This  rule  amends  the  present 
interim  rule  on  the  disposition  program 
published  January  27, 1977.  The  new 
interim  rule  represents  significant 
changes  in  policy  and  procedure  in  the 
management  and  disposition  of  HUD- 
ovvned  multifamily  housing  projects.  The 
rule  reflects  HUD’s  commitment  to 
maintain  the  stock  of  decent,  safe  and 
sanitary  housing  affordable  by  lower 
income  tenants.  The  rule  also  reflects 
HUD’s  desire  to  administer  the 
disposition  program  efficiently  and  to 
protect  the  financial  integrity  of  the 
insurance  funds. 

EFFECTIVE  DATE:  October  30,  1979. 
COMMENTS  DUE:  November  30, 1979. 
ADDRESS:  Comments  should  be  sent  to 
the  Rules  Docket  Clerk,  Office  of  the 
General  Counsel,  Room  5218, 

Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  S.W.. 
Washington,  D.C.  20410. 

FOR  FURTHER  INFORMATION  CONTACT: 

Mr.  Marvin  Hilman,  Office  of  Financing 
and  Preservation.  Room  6155, 

Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  S.W., 
Washington.  D.C.  20410,  (202)  755-7220. 
(This  is  not  a  toll-free  number.) 
SUPPLEMENTARY  INFORMATION:  On 
January  27, 1977,  the  Department  of 
Housing  and  Urban  Development 
published  an  interim  rule  governing 
disposition  of  HUD-owned  multifamily 
housing  projects.  Interested  persons 
were  given  until  February  28. 1977,  to 
comment  on  the  interim  rule.  A  technical 
amendment  to  the  interim  rule 
concerning  waivers.  Section  290.11,  was 
published  October  28, 1977,  No  final  rule 
has  been  published. 

The  Department  received  extensive 
comments  on  the  interim  rule.  Those 
comments  have  helped  shape  changes  in 
the  administration  of  the  property 
disposition  program  and  have  been 
considered  in  the  drafting  of  the  new 
interim  rule.  In  addition,  the  Housing 
and  Community  Development 


Amendments  of  1978,  in  Section  203, 
added  statutory  requirements  governing 
the  management  and  disposition  of 
HUD-owned  multifamily  projects.  Based 
on  the  above,  significant  changes  have 
been  made  in  the  interim  rule  on  which 
comments  were  solicited  previously  and 
further  public  comment  is  desired. 
Therefore.  Part  290  is  not  being 
published  as  a  final  rule.  However,  it  is 
effective  November  8, 1979  as  an 
amended  interim  rule  because  its  timely 
implementation  will  be  beneficial  to 
tenants  of  multifamily  housing  projects 
and  to  program  administration.  A  Hnal 
rule  will  be  published  after  the 
comments  on  this  interim  rule  have  been 
received.  A  summary  of  comments 
received  on  the  existing  interim  rule  and 
responses  to  them  is  not  included  here 
because  the  rule  is  not  a  final  rule  and 
new  comments  are  being  solicited. 

Three  categories  of  projects  are 
established  for  the  disposition  program. 
Formerly  subsidized  projects  are  all 
those  acquired  projects  built  or  operated 
under  subsidy  programs  designed  to 
provide  housing  affordable  by  lower 
income  tenants.  Formerly  unsubsidized 
projects  presently  serving  as  lower 
income  housing  resources  are  all  those 
acquired  projects  not  built  or  operated 
with  a  subsidy  but  which,  by  virtue  of 
their  tenancy  or  potential  tenancy,  are 
serving  as  housing  for  low  and  moderate 
income  persons.  These  projects  will  be 
disposed  of  with  a  sufficient  subsidy  to 
prevent  displacement  of  their  lower 
income  tenants  and  to  assure  the 
financial  feasibility  of  such  projects 
after  sale.  The  third  category  is  all  other 
unsubsidized  acquired  projects  and 
these  projects  will  be  sold  with  eligible 
tenants  receiving  a  subsidy  in  the  form 
of  a  Section  8  Certificate  of  Family 
Participation  to  avoid  displacement. 

Disposition  processing  will  involve  an 
initial  notice  of  acquisition  to  tenants 
and  government  agencies,  solicitation  of 
comments,  preparation  of  a  disposition 
analysis  and  a  disposition 
recommendation  by  the  local  Field 
Office  Director. 

General  Provisions 

This  rule  is  intended  to  apply  to  all 
multifamily  housing  projects  in  the 
Department’s  Inventory  as  soon  as  it 
becomes  effective.  While  this  should  not 
prove  burdensome,  because  the  rule 
reflects  current  administrative  policy, 

§  290.3  specifically  provides  that  no 
existing  management  contracts  are 
required  to  be  re-let  or  pending 
solicitations  required  to  be  readvertised 
to  conform  to  the  rule.  Property 
disposition  recommendations  already 
submitted  to  the  Property  Disposition 
Committee  will  be  processed  under 


previous  instructions.  Eligible  tenants, 
those  who  will  receive  the  benefit  of 
subsidized  disposition,  are  defined  as 
those  who  qualify  for  Section  8 
assistance  because  that  is  the  subsidy 
which  is  intended  to  be  used  in  the  ' 
disposition  of  the  Department’s 
inventory.  Other  tenants  w'ill  not  receive 
the  same  benefits  and  protections  as 
eligible  tenants. 

Management  Provisions 

The  new  management  section 
addresses  overall  objectives,  project 
management,  occupancy  issues,  and 
rents.  The  management  objectives 
support  the  Department's  policies  of 
serving  lower  income  tenants, 
maintaining  the  housing  stock,  avoiding 
unnecessary  displacement  and 
encouraging  tenant  involvement  in 
disposition  decisions.  To  assure  project 
management  capable  of  meeting  the 
Department’s  concerns,  detailed 
standards  for  selecting  competent 
qualified  management  are  mandated. 
Only  those  management  entities  fully 
capable  of  providing  successful  project 
operation  whose  bids  reflect  services 
required  for  successful  operation  can  be 
awarded  management  contracts. 

Rents  are  set  so  that  eligible  tenants 
in  formerly  subsidized  projects  will  pay 
only  what  they  would  be  paying  under 
the  Section  8  program.  All  other  rents 
are  tied  to  the  lower  of  the  standard 
FHA  determination  of  gross  potential 
rent  or  market  rates  but  flexibility  in 
adjusting  rents  is  provided  so  that 
financial  hardship  and  undesirable 
turnover  can  be  avoided. 

Disposition  Provisions 

The  disposition  sections  address  the 
policies  and  procedures  for  determining 
when  projects  will  be  sold  with  a 
subsidy  and  how  projects  are  to  be 
processed  for  disposition.  The  criteria 
for  demolishing  projects  reflects  the 
Department’s  view  that  demolition 
should  be  a  last  resort  in  disposition  but 
may  still  be  proper.  A  detailed  analysis 
of  the  consequences  of  demolition  is 
required  whenever  such  a 
recommendation  is  made. 

Every  disposition  will  require 
approval  of  a  Final  Disposition  Program 
by  the  appropriate  Property  Disposition 
Committee  based  on  the  Field  Office 
Director’s  recommendation  and  a 
supporting  disposition  analysis.  A 
method  of  disposition  will  also  be 
approved  which  will  either  be  by 
traditional  competitive  bid.  solicitation 
of  purchase  proposals  followed  by  bids, 
or,  in  certain  cases  involving  formerly 
subsidized  projects,  by  negotiation.  (A 
purchase  proposal  is  a  plan  to  purchase 
and  operate  a  project  presented  without 
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regard  to  price  or  where  the  price  is 
fixed  in  advance  by  the  Department.) 
Every  purchaser  must  meet  basic 
requirements  set  by  the  Department  for 
each  particular  sale  and  only  bidders 
who  meet  these  requirements  will  be 
selected.  In  addition,  in  selecting 
purchasers  of  formerly  subsidized 
projects,  the  Department  must  consider 
criteria  related  to  the  owner’s  capacity 
to  operate  the  project  successfully  for 
lower  income  tenants. 

In  any  sale,  the  Department  may 
require  that  repairs  be  made  to  the 
project  as  a  condition  of  sale  and  that 
the  repairs  be  completed  in  a  timely 
manner.  The  Department  will  enforce 
this  condition  by  retaining  the  right  to 
rescind  the  sale  for  noncompliance. 

In  cases  where  eligible  tenants  are 
displaced  by  disposition  of  a  project, 
they  will  be  eligible  for  displacement 
benefits  including  assistance  in  locating 
replacement  housing,  priority  for  other 
Federal  housing  assistance  and  payment 
of  reasonable  moving  costs.  Eligible 
tenants  displaced  by  repairs  undertaken 
by  the  Department  will  also  receive 
assistance,  including  the  right  to  return 
to  a  unit  in  the  same  project  and 
payment  of  moving  costs  out  of  and 
back  into  a  unit.  Tenants  who  are  not 
eligible  for  Section  8  assistance  will  not 
be  eligible  to  receive  displacement 
benefits. 

Interested  persons  are  invited  to 
submit  written  comments,  suggestions 
and  data  regarding  the  amendment  to 
the  interim  rule  to  the  Rules  Docket 
Clerk,  Office  of  the  General  Counsel, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
S.W.,  Washington,  D.C  20410,  All 
communications  should  make  reference 
to  the  above  docket  number  and  title. 
Submissions  received  on  or  before  30 
days  after  publication  will  be 
considered  before  adoption  of  a  final 
rule.  A  copy  of  each  submission  will  be 
available  for  public  inspection  during 
business  hours  at  the  above  address. 

A  finding  of  inapplicability  with 
respect  to  environmental  impact  has 
been  prepared  in  accordance  with 
Procedures  for  Protection  and 
Enhancement  of  Environmental  Quality. 
Copies  of  the  findings  are  available  for 
inspection  and  copying  in  the  Office  of 
the  Rules  Docket  Clerk. 

Accordingly,  the  Department  amends 
Chapter  II,  24  CFR  290,  to  read  as 
follows: 


PART  290— MANAGEMENT  AND 
DISPOSITION  OF  HUD-OWNED 
MULTIFAMILY  HOUSING  PROJECTS 


Subpart  A— General  Provisions 

290.1  Purpose  and  scope 
290.3  Applicability 
290.5  Definitions 
290.7  Waivers 

Subpart  B— Management  Provisions 

290.10  Management  objectives 
290.13  Project  management 
290.15  Occupancy 
290.17  Rental  rates 

Subpart  C— Disposition  Provisions 

290.20  Disposition  objectives 
290.23  Initial  determination 
290.25  Determination  of  need  for  low  and 
moderate  income  housing 
290.27  General  determination  of  subsidy  to 
be  provided 

290.30  Disposition  of  vacant  land 
290.33  Initial  notice 
290.35  Disposition  analysis 
290.37  Director’s  disposition 
recommendation 

290.40  Notice  of  disposition 
recommendation 

290.41  Forwarding  of  disposition 
recommendation 

290.43  Demolition 
290.45  Notice  of  displacement 
290.47  Displacement  benefits 
290.50  Disposition  program 
290.53  Methods  of  disposition 
290^55  Property  disposition  committee 
Authority:  Section  7(d),  Department  of 
Housing  and  Urban  Development  Act  (42 
U.S.C.  3535(d)). 

Subpart  A— General  Provisions 

§  290.1  Purpose  and  scope. 

The  purpose  of  this  Part  is  to 
prescribe  the  basic  policies  which 
govern  the  management  and  disposition 
of  HUD-owned  multifamily  housing 
projects  by  the  Department  of  Housing 
and  Urban  Development.  The  intent  of 
these  regulations  is  to  provide  a 
disposition  program  which  involves  all 
interested  parties  and  properly  balances 
the  interests  of  the  tenants,  the 
neighborhood,  the  local  government,  the 
FHA  insurance  funds,  and  furthers  the 
policies  of  the  National  Housing  Act. 

§290.3  Applicability. 

These  regulations  shall  apply  to  the 
disposition  and  management  of  all  HUD- 
owned  multifamily  housing  projects, 
both  those  presently  owned  and  those 
acquired  in  the  future,  except  that  (a)  no 
existing  management  contracts  or 
solicitations  for  management  contracts 
past  the  point  of  advertisement  shall  be 
required  to  be  reopened  in  order  to  bring 
them  into  compliance  with  these 
regulations;  (b)  property  disposition 


recommendations  already  submitted  to 
the  Property  Disposition  Committee 
shall  be  processed  under  applicable 
instructions  in  effect  at  the  time  of 
submission;  and  (c)  the  time  period  for 
sending  initial  notices  pursuant  to 
§  290.33  for  projects  which  are  owned 
by  HUD  as  of  the  effective  date  of  these 
regulations  shall  commence  30  days 
after  that  effective  date. 

§  290.5  Definitions. 

(a)  Director — The  HUD  field  office 
Director,  who  is  either  an  Area  Office 
Manager  in  a  HUD  Area  Office,  or  a 
Supervisor  in  a  HUD  Service  Office  who 
is  delegated  authority  to  process  the 
disposition  of  multifamily  projects. 

(b)  Disposition — ^The  sale  or 
conveyance  by  HUD  of  a  HUD-owned 
multifamily  housing  project,  or  any  part 
of  a  project,  including  the  demolition  of 
structures. 

(c)  Disposition  analysis — The  data 
and  analysis  prepared  by  the  Director  or 
his  or  her  staff  as  a  basis  for  making  a 
disposition  recommendation. 

(d)  Dispostion  recommendation — ^The 
Director’s  recommended  disposition 
program  for  a  project,  including 
supporting  information  and  the 
disposition  analysis. 

(e)  Eligible  tenant — A  person  or 
family  legally  occupying  a  rental  unit  in 
a  HUD-owned  multifamily  housing 
project  who  qualifies  for  housing 
assistance  payments  pursuant  to  section 
8  of  the  U.S.  Housing  Act  of  1937,  as 
amended. 

(f)  Final  disposition  program — ^The 
disposition  program  authorized  by  the 
appropriate  Property  Disposition 
Committee. 

(g)  Formerly  subsidized  project — A 
multifamily  housing  project  in  which  the 
tenants  received  the  benefits  of  any  of 
the  following  subsidy  programs 
immediately  prior  to  HUD’s  acquisition 
of  title  to  the  project; 

(1)  Below  market  interest  rate 
mortgages  insured  under  section 
221(d)(3)  of  the  National  Housing  Act;  or 

(2)  Interest  reduction  payments  made 
in  connection  with  mortgages  insured 
under  section  236  of  the  National 
Housing  Act;  or 

(3)  Rent  supplement  payments  under 
section  101  of  the  Housing  and  Urban 
Development  Act  of  1965;  or 

(4)  Direct  loans  at  below  market 
interest  rates,  pursuant  to  section  202  of 
the  Housing  Act  of  1959,  sections  401 
and  404(b)(3)  of  the  Housing  Act  of  1950, 
or  section  312  of  the  Housing  Act  of 
1964;  or 

(5)  Housing  assistance  payments 
pursuant  to  section  23  of  the  United 
States  Housing  Act  of  1937  in  effect 
prior  to  January  1, 1975,  or  section  8  of 
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the  United  States  Housing  act  of  1937. 
except  section  8  existing  housing 
payments. 

(h)  Formerly  unsubsidized  project — A 
multifamily  housing  project  which  was 
not  subsidized  prior  to  HUD's 
acquisition  under  any  of  the  programs 
listed  in  the  definition  of  formerly 
subsidized  project  in  paragraph  (g) 
above. 

(i)  HUD — The  Department  of  Housing 
and  Urban  Development. 

(j)  Multi  family  housing  project(s)  or 
Project(s)— Any  property,  or 
combination  of  properties,  consisting  of 
5  or  more  living  units,  acquired  by  the 
Secretary  as  the  result  of  a  default  under 
a  regulatory  agreement  or  under  a 
mortgage  insured  or  held  by  the 
Secretary  pursuant  to  the  National 
Housing  Act  or  under  a  program 
involving  a  loan  guarantee  or  a  direct 
loan  by  the  Secretary. 

(k)  Nonprofit  consumer  cooperative 
corporation — A  legally  chartered 
organization  entirely  owned  by  its 
voting  membership  which  exists 
primarily  to  furnish  goods  and  services 
to  benefit  its  membership  and  which  is 
not  organized  for  the  purposes  of 
making  profit  or  gain  as  determined  by 
HUD. 

(l)  Property  Disposition  Committee — 
The  designated  group  of  HUD  officials 
to  whom  is  delegated  the  authority  to 
approve  final  disposition  programs  for 
multifamily  housing  projects. 

(m)  Secretary — ^The  Secretary  of  HUD 
or  his  or  her  designee. 

(n)  Section  8 — An  assistance  program 
which  provides  housing  assistance 
payments  pursuant  to  section  8  of  the 
U.S.  Housing  Act  of  1937,  as  amended. 

(o)  Subsidy — An  assistance  program 
which  provides  housing  assistance 
payments  pursuant  to  section  8  or  any 
other  housing  assistance  program  of  the 
U.S.  Housing  Act  of  1937,  as  amended, 
or  any  successor  program. 

(p)  Tenant — A  lawful  occupant  of  a 
multifamily  housing  project. 

(q)  Vacant  land — Property  on  which 
there  are  no  structural  improvements 
present. 

§290.7  Waivers. 

Upon  completion  of  a  determination 
and  finding  of  good  cause  by  the 
Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner  or  his  or 
her  designee,  HUD  may  waive  any 
provision  of  this  Part  in  any  particular 
case  subject  only  to  statutory 
limitations.  Each  waiver  shall  be  in 
writing  supported  by  documentation  of 
the  facts  and  reasons  which  formed  the 
basis  for  the  waiver. 


'  Subpart  B~Management  Provisions 

§  290. 1 0  Management  objectives. 

The  management  of  HUD-owned 
multifamily  housing  projects  shall  be 
carried  out  in  accordance  with  the 
objectives  listed  below: 

(a)  To  provide  a  level  of  services 
necessary  to  maintain  occupied  housing 
in  decent,  safe  and  sanitary  condition  in 
the  most  cost  efficient  manner; 

(b)  To  keep  the  present  tenants  in 
place  to  the  greatest  extent  possible 
consistent  with  sound  management 
practices: 

(c)  To  maintain  all  vacant  buildings 
and  land  in  a  way  that  eliminates  health 
and  safety  hazards  to  the  public  and 
assures  the  proper  security  of  the 
project; 

(dj  To  provide  and  to  occupy  fully  as 
many  decent,  safe,  and  sanitary 
dwelling  units  as  possible,  consistent 
with  the  need  for  the  type  and  size  of 
the  units; 

(e)  To  facilitate  tenant  involvement  in 
decisions  about  the  future  disposition  of 
the  project. 

§  290. 1 3  Project  management. 

Good  management  of  HUD-owned 
projects  is  essential  to  the  success  of  the 
multifamily  housing  preservation  effort. 
Therefore,  stringent  qualification 
standards  must  be  used  in  procuring 
management  services  for  all  projects.. 

(a)  In  contracting  for  services  to 
manage  its  multifamily  housing  projects, 
HUD  shall  find  a  management  proposal 
to  be  acceptable  only  if  it  meets  the 
level  and  quality  of  services  required 
under  the  qualification  standards  stated 
below. 

(1)  Satisfactory  performance  with 
respect  to;  (i)  managing  properties 
similar  in  type  and  complexity;  (ii) 
handling  tenant  and  tenant  group 
concerns;  (iii)  property  upgrading, 
maintenance  and  preservation;  (iv) 
maintaining  expected  levels  of 
occupancy  and  rental  collections;  (v) 
tenant  selection;  (vi)  effectiveness  in 
developing  and  enforcing  project 
policies;  (vii)  exercising  sound  business 
and  administrative  judgment;  (viii) 
financial  stability  and  reponsibility;  (ix) 
compliance  with  State  and  local 
property  management  licensing 
requirements;  and  (x)  any  other 
management  qualification  specified  by 
HUD  which  may  be  important  to 
successful  management  of  a  specific 
project. 

(2)  Efficiency  in  providing 
management  and  services  which 
adequately  meet  all  project  operating 
needs. 

(3)  The  proposed  management  plan 
must  meet  HUD’s  prescribed 


requirements  and  address  fully  the 
needs  of  the  residents  and  of  the  project 
and  shall  include  a  proposed 
management  budget  which  addresses 
the  quality  and  quantity  of  services 
required  by  the  residents  and  the 
project: 

(4)  Any  other  criteria  HUD  determines 
are  relevant  to  a  specific  project; 

(b)  Where  it  is  infeasible  or 
impracticable  to  secure  adequate 
management  for  formerly  subsidized 
projects  through  conventional  bidding 
procedures,  HUD  may  negotiate  with 
qualified  management  where  (1)  such 
management  meets  all  the  criteria 
necessary  for  successful  operation  of  the 
project,  and  (2)  satisfactory  terms, 
including  reasonable  cost  of  services, 
can  be  achieved  through  such 
negotiation. 

(c)  Project  managers  shall  be  required 
to  manage  projects  in  accordance  with 
HUD’s  management  objectives 
contained  in  §  290.10  and  any  other 
directives  HUD  may  issue. 

§290.15  Occupancy. 

(a)  Priorities.  Occupancy  in  HUD- 
owned  projects  shall  be  available  to 
persons  or  families  who  meet  HUD’s 
written  tenancy  standards  made 
pursuant  to  paragraph  (b)  of  this 
Section,  on  a  first-come,  first-served 
basis,  except  that  a  priority  will  be 
given  to  eligible  tenants  displaced  from 
other  HUD/owned  projects  after 
receiving  a  Notice  of  Displacement.  (See 
§  290.45) 

(b)  Standards.  HUD  shall  establish 
written  standards  for  selecting  qualified 
tenants  based  on  the  management 
objectives  in  §  290.10  and  prudent 
management  policies.  The  standards  for 
formerly  subsidized  projects  shall 
include  an  income  eligibility  criteria  to 
assure  that  the  lower  income  character 
of  the  projects  is  maintained. 

(c)  Evictions.  Evictions  from  HUD- 
owned  properties  shall  be  governed  by 
the  regulations  at  24  CFR  450,  Subpart  B. 

(d)  Dangerous  conditions.  Whenever 
HUD  determines  that  there  is  an 
immediate  threat  to  the  health  and 
safety  of  the  tenants  because  of  the 
condition  of  the  project  and  emergency 
repairs  cannot  alleviate  the  problem 
with  the  tenants  in  occupancy.  HUD 
may  require  the  tenants  to  vacate  the 
premises  in  accordance  with  paragraph 
(c)  of  this  Section.  When  this  happens. 
HUD  shall  provide  displacement 
benefits  to  displaced  tenants  as 
provided  in  §  290.47.  Tenants  displaced 
under  this  paragraph  shall  have  a  right 
to  return  to  repaired  units  in  the  project 
from  which  they  were  displaced. 
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§  290.17  Rental  rates. 

(a)  Development  of  rental  rates. 

Within  30  days  after  the  Secretary's 
acquisition  of  title  to  a  project,  the 
Director  shall  develop  a  market  rental 
rate  for  each  unit  in  the  project.  In 
addition,  a  rent  schedule  based  on  the 
FHA  determination  of  gross  potential 
rent,  including  the  full  debt  service 
payments  required  under  the  previous 
mortgage  note,  will  be  developed.  The 
approved  rent  schedule  will  be  the 
lower  of  these  two.  Rents  shall  be 
reviewed  and  updated  at  least  annually. 

(b)  Rents  to  be  charged.  All  tenants  in 
formerly  subsidized  projects  shall  be 
charged  the  lesser  of  25  percent  of 
income  as  determined  pursuant  to 
section  8  of  the  U.S.  Housing  Act  of 
1937,  as  amended,  or  the  rent 
established  for  the  unit  in  (a)  above; 
provided  that  families  who  qualify  to 
pay  a  lesser  percentage  of  income 
pursuant  to  section  8  shall  not  be 
required  to  pay  more  than  that 
percentage.  All  tenants  in  formerly 
unsubsidized  projects  shall  be  charged 
the  rent  as  determined  pursuant  to 
paragraph  (a)  above,  provided  that  HUD 
may  set  lower  rents  for  these  tenants 
where  that  action,  if  determined  by  the 
Director,  is  necessary  or  desirable  to 
maintain  the  existing  economic  mix  in 
the  project  or  to  prevent  undesirable 
turnover. 

(c)  Utility  allowance.  The  rent  payable 
in  formerly  subsidized  projects  shall  be 
reduced  by  an  amount  equal  to  the 
reasonable  cost  of  utilities  for  the  unit,- 
or  a  per  unit  or  per  square  foot  basis, 
where  utilities  are  paid  directly  by  the 
tenant. 

(d)  Rent  changes.  Whenever  a  change 
in  rents  is  proposed,  HUD  shall  provide 
tenants  30  days  notice  of  the  proposed 
changes  and  an  opportunity  to  review 
and  comment  on  the  new  rents  and 
supporting  documentation.  An 
additional  30  days  notice  shall  be 
provided  before  the  new  rents  become 
effective. 

(e)  Certification  of  income.  Tenants 
may  be  required  to  provide  appropriate 
information  concerning  income  for  the 
purpose  of  income  certification  in  a 
manner  prescribed  by  HUD  so  that  HUD 
can  establish  rents  and  an  appropriate 
disposition  program. 

(f)  Where  a  tenant  does  not  certify 
income  in  accordance  with  this  subpart, 
the  tenant  shall  pay  the  unit  rent  as 
determined  pursuant  to  paragraph  (a) 
above. 

Subpart  C— Disposition  Provisions 

§  290.20  Disposition  objectives. 

The  disposition  of  HUD-owned 
multifamily  housing  projects  shall  be 


carried  out  in  accordance  with  the 
objectives  listed  below. 

(a)  Reduce  the  inventory  of  HUD- 
owned  projects  in  a  timely  manner 
consistent  with  the  goals  of: 

(1)  Preserving  or  increasing  the 
number  of  housing  units  available  to 
and  affordable  by  lower  income  tenants; 

(2)  Maintaining  the  existing  housing 
stock  in  decent,  safe  and  sanitary 
condition;  and 

(3)  Preserving  and  revitalizing  urban 
residential  neighborhoods. 

(b)  Consistent  with  meeting  the  above 
goals,  to  obtain  a  sale  price  based  on  the 
project's  present  market  value  and 
anticipated  future  use  or  condition 
sufficient  to  protect  the  financial 
interests  of  the  government  and  to 
produce  a  satisfactory  return  to  the 
mortgage  insurance  funds. 

(c)  To  dispose  of  projects  in  a  manner 
which  is  consistent  with  HUD  approved 
housing  and  community  development 
needs,  plans  and  actions  of  local 
governments  to  the  extent  feasible. 

(d)  To  dispose  of  all  projects  in  a 
manner  which  minimizes  the 
displacement  of  tenants. 

(e)  To  demolish  projects  only  as  a  last 
resort. 

(f)  These  are  national  objectives  and, 
while  local  circumstances  may  make  it 
impossible  to  meet  all  the  objectives, 
they  should  be  met  to  the  greatest  extent 
feasible.  In  some  cases  the  objectives 
may  represent  conflicting  public  policy 
£oals  and  decisions  will  have  to  be 
made  to  balance  and  choose  among 
various  objectives.  In  these  cases 
discretion  and  judgment  will  have  to  be 
exercised  in  designing  a  program  which 
best  meets  the  national  goals  of 
providing  affordable  housing  and 
preserving  and  revitalizing 
neighborhoods. 

§  290.23  Initial  determination. 

(a)  Within  45  days  after  HUD  acquires 
title  to  a  project,  the  Director  shall  make 
an  initial  determination  as  to  whether  or 
not  the  project  will  be  recommended  for 
sale  with  subsidy. 

(b)  If  the  project  is  formerly 
subsidized,  the  initial  determination  will 
be  to  recommend  sale  with  subsidy 
attached  to  the  units. 

(c)  If  the  project  is  formerly 
imsubsidized,  the  initial  determination 
will  be  to  recommend  sale  either: 

(1)  without  subsidy,  or 

(2)  with  subsidy  for  any  eligible 
tenant. 

§  290.25  Determination  of  need  for  low 
and  moderate  income  housing. 

(a)  There  is  a  need  for  low  and 
moderate  income  housing  in  the  market 
area  served  by  the  project  which  is 


under  review  unless  the  Director  finds: 

(1)  there  is  sufficient  decent,  safe  and 
sanitary  housing 'available  in  the  market 
area  at  rents  the  present  eligible  tenants 
can  afford  without  exceeding  25  percent 
of  income,  and  (2)  such  housing  is  not 
needed  for  other  persons  residing  in  or 
expected  to  reside  in  the  community. 

(b)  Formerly  subsidized  projects  and 
formerly  imsubsidized  projects  serving 
as  a  lower  income  housing  resource,  as 
determined  pursuant  to  §  290.27(c),  may 
not  be  sold  without  a  subsidy  if  there  is 
a  need  for  low  and  moderate  income 
housing  in  the  community. 

§  290.27  General  determination  of  subsidy 
to  be  provided. 

(a)  A  formerly  subsidized  project  shall 
be  allocated  subsidy  for  the  longest 
possible  term  of  the  subsidy  contract, 
pursuant  to  24  CFR  886,  Subparts  B  or  C. 

(b)  A  formerly  subsidized  project  shall 
be  allocated  subsidy  pursuant  to  24  CFR 
886,  Subparts  B  or  C,  sufficient  to  assist 
100%  of  the  units,  ftovided,  however,, 
that  the  Director  may  recommend 
disposition  for  less  than  100%  of  the 
units  if  the  Director  makes  a  written 
finding  that  such  a  sale  will  promote  a 
racially  mixed  or  mixed  income  tenancy 
and  the  amount  of  subsidy  provided  is 
at  least  sufficient  to  assist  all  eligible 
tenants  residing  in  the  project. 

(c)  A  formerly  unsubsidized  project 
shall  be  allocated  subsidy  under  the 
following  conditions: 

(1)  In  a  project  which  has  become  a 
lower  income  housing  resource, 
evidenced  either  by  the  income  levels  of 
the  present  tenancy  generally  being  at 
or  below  the  eligibility  criteria  for 
subsidy,  or  its  inability  to  attract  higher 
income  tenants  to  fill  vacancies,  subsidy 
pursuant  to  24  CFR  886,  Subparts  B  or  C, 
shall  be  allocated  to  a  sufficient  number 
of  units  to  prevent  displacement  of 
eligible  tenants  and  to  assure  the 
financial  feasibility  of  the  project  after 
sale. 

(2)  In  a  project  which  does  not  meet 
the  criteria  of  (c)(1)  above,  subsidy  in 
the  form  of  Certificates  of  Family 
Participation  pursuant  to  24  CFR  882 
shall  be  provided  to  any  eligible  tenant 
to  permit  him  or  her  to  remain  in  the  unit 
in  order  to  prevent  displacement. 
Limitations  on  subsidy  rent  levels  will 
be  waived  on  a  case-by-case  basis  when 
necessary  to  permit  an  eligible  tenant  to 
remain  in  the  project.  Tenants  may  use 
the  subsidy  as  permitted  under  the 
Section  8  Existing  Housing  program 
requirements  to  move  to  other  housing. 

(3)  The  Director  may  recommend  the 
sale  of  a  formerly  unsubsidized  project 
with  subsidy  (i)  to  promote  a  mixed 
income  tenancy  or  a  racially  mixed 
tenancy  outside  of  central  cities  or  (ii)  to 
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preserve  that  housing  stock  for 
occupancy  by  lower  income  tenants. 

§  290.30  Disposition  of  vacant  land. 

The  following  procedure  will  be 
followed  in  disposing  of  all  vacant  land; 

(a)  After  acquiring  title  to  vacant  land, 
the  Director  shall  complete  an  appraisal 
of  the  fair  market  value  of  the  land. 

(b)  After  the  appraisal  is  completed, 
the  Director  shall  send  a  notice  to 
Federal.  State  and  local  government 
agencies,  including  housing  and  renewal 
agencies,  which  may  have  an  interest  in 
acquiring  the  land.  The  notice  shall 
include  information  on  the  availability 
of  the  land  for  purchase  and  request  a 
written  reply  within  30  days  as  to 
w'hether  or  not  the  agency  has  any 
interest  in  acquiring  the  land. 

(c)  If  none  of  the  Federal,  State  or 
local  government  agencies  notified 
above  express  interest  in  acquiring  the 
vacant  land,  the  Director  shall  advertise 
the  land  for  sale  by  competitive  bid. 

§  290.33  Initial  notice  and  solicitation  of 
comments. 

(a)  Within  60  days  after  HUD  acquires 
title  to  a  project,  the  Director  shall  issue 
the  following  notices: 

(1)  A  notice  to  each  tenant  in  the 
project  served  in  accordance  with 
§  290.33(c]  which  shall  include: 

(1)  A  statement  that  HUD  has  acquired 
title  to  the  project,  that  HUD  intends  to 
sell  it,  and.  where  applicable,  that  it  may 
be  sold  with  Section  B  assistance  for  all 
eligible  tenants; 

(ii)  An  explanation  of  the  disposition 
process,  including  a  statement  that 
tenants  will  receive  notice  of  the 
Director’s  recommendation,  will  have 
access  to  it  and  will  have  an  opportnnity 
to  submit  comments  to  be  reviewed  by 
the  Director; 

(iii)  Where  applicable,  a  statement 
that  sale  of  the  project  with  Section  8 
assistance  will  not  affect  the  right  of  any 
tenant  to  continue  in  occupancy; 

(iv)  An  invitation  to  submit  proposals, 
comments  and  facts  to  the  Director 
within  a  certain  time  period,  not  less 
than  30  days,  to  be  considered  by  the 
Director  in  making  a  disposition 
recommendation,  particularly 
expressions  of  interest  in  converting  the 
project  to  a  cooperative  or  other  form  of 
resident  controlled  ownership;  and 

(v)  An  explanation  of  the 
displacement  benefits  which  will  be 
available  if  eligible  tenants  are 
displaced  by  the  disposition  of  the 
project. 

(2]  A  notice  to  Federal,  State  and  local 
government  agencies,  including  housing 
and  renewal  agencies,  which  may  have 
an  interest  in  acquiring  the  project.  The 
notice  shall  include  information  on  the 


availability  of  the  project  for  purchase 
and  request  a  written  reply  within  M 
days  as  to  wl^ether  or  not  the  agency 
has  any  interest  in  acquiring  the  project. 

(b)  All  comments  received  from 
tenants,  agencies  and  the  public  shall  be 
reviewed  by  the  Director  and  taken  into 
consideration  in  the  disposition 
recommendation. 

(c)  All  notices  to  project  tenants  shall 
be  either  personally  delivered  or  sent  by 
first  class  mail.  In  addition,  general 
notices  to  all  tenants  shall  be  posted  in 
the  project  office  and  in  appropriate 
conspicuous  locations  around  the 
project. 

§  290.35  Preparation  of  disposition 
analysis. 

(a)  As  soon  as  possible  after  the 
notice  in  §  290.33  has  been  sent,  the 
director  shall  prepare  a  disposition 
analysis  to  serve  as  the  basis  for  the 
Director's  disposition  recommendation. 

(b)  The  disposition  analysis  shall 
include: 

(1)  A  financial  analysis  of  the  project, 
including  an  analysis  of  operating 
expenses  and  an  appraisal  of  the  fair 
market  value  of  the  property. 

(2)  A  physical  analysis  of  the  project, 
including  the  condition  of  the  structure 
and  the  grounds,  the  need  for 
rehabilitation  or  repairs  and  the 
estimated  costs  of  such  work. 

(3)  An  analysis  of  the  probable  causes 
of  failure  of  the  project  and  the  type  of 
management  and  ownership  expertise 
which  may  be  needed  to  operate  the 
project  successfully. 

(4)  An  analysis  of  the  feasibility  of 
conversion  to  resident  controlled 
ownership  including  cooperative 
ownership.  This  analysis  should  include 
consideration  of  the  financial  feasibility 
of  conversion  including  the  ability  of  the 
present  tenants  to  afford  it,  the  interest 
and  support  among  the  present  tenants 
for  conversion,  and  the  impact  of 
conversion  on  neighborhood 
preservation  and  revitalization. 

(5)  A  summary  of  comments  received 
from  the  tenants,  the  public,  the  local 
Public  Housing  Agency  and  any  other 
governmental  agencies  regarding  the 
disposition  of  the  project. 

(6)  An  assessment  in  accordance  with 
HUD  requirements  implementing  the 
National  Environmental  Policy  Act  of 
1969,  as  amended,  the  National  Historic 
Preservation  Act  (Pub.  L  89-665),  the 
Archeological  and  Historic  Preservation 
Act  of  1974  (Pub.  L.  93-291),  and 
Executive  Order  11593  on  Protection  and 
Enhancement  of  the  Cultural 
Environment,  including  the  procedures 
prescribed  by  the  Advisory  Council  on 
Historic  Preservation  in  36  CFR  800,  and 


such  other  statues  that  may  have  an 
impact  on  the  disposition  of  the  project. 

(7)  As  it  affects  disposition 
considerations  for  the  project,  an 
analysis  of  local  housing  needs  and 
conditions  and  actions  being  taken  to 
address  these  needs. 

(8)  Information  on  site  suitability  and 
accessibility  to  needed  services  and 
employment. 

(9)  Appropriate  demographic  data  on 
income  ranges  and  distribution  of  the 
minority  population  by  census  tract, 
neighborhood,  jurisdiction  and  SMSA  in 
which  the  project  is  located,  the  Section 
8  Fair  Maricet  Rents  for  the  area,  the 
income  levels  of  present  tenants,  and 
consideration  of  the  impact  of 
disposition  on  the  racial  composition  of. 
the  neighborhood  as  well  as  the 
neighborhoods  into  which  tenants  might 
move  after  displacement. 

(10)  An  analysis  of  the  need  for  and 
the  feasibility  of  combining  units  to 
create  units  suitable  for  large  families. 

§  290.37  Director’s  disposition 
recommendation. 

The  Director  shall  review  the 
disposition  analysis  and  any  other 
relevant  information  and  make  a 
disposition  reconunendation  for  the 
project  which  is  consistent  with  the 
objectives  set  out  in  §  290.20. 

(a)  On  the  basis  of  the  disposition 
analysis,  tenant  and  other  comments 
and  any  other  relevant  information,  the 
Director  shall  make  written 
recommendations  on  the  following 
issues: 

(1)  The  proposed  disposition  program; 

(2)  The  appropriateness  of  conversion 
to  resident  controlled  ownership; 

(3)  The  appropriateness  of  creating 
units  suitable  for  large  families; 

(4)  The  type  of  management  and 
ownership  expertise  required  to  operate 
the  project  successfully  in  light  of  the 
causes  of  its  failure; 

(5)  The  proposed  method  of  financing 
the  recommended  disposition  program, 
including  the  financing  of  any  repairs 
necessary  to  the  successful  operation  of 
the  project; 

(b)  Every  disposition  recommedation 
must  include  a  determination  of  the 
number  of  tenants  who  will  be  displaced 
as  a  result  of  the  reconunended 
disposition  and  a  description  of  the 
relocation  assistance  to  be  provided, 
including  a  description  of  how  such 
assistance  will  be  provided. 

§  290.40  Notice  of  disposition 
recommendation. 

(a)  No  later  than  15  days  before  the 
Director  submits  the  disposition 
recommendation  to  the  Property 
Disposition  Committee,  the  Director 
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shall  deliver  a  notice  in  accordance  with 
§  290.33(c)  to  tenants  in  the  project. 

(b)  The  notice  shall  state  briefly  the 
Director's  proposed  disposition 
recommendation  summarizing  the  major 
facts  supporting  the  recommendation 
and  shall  include; 

(1)  An  invitation  for  written  comments 
to  be  sent  to  the  Director  for  15  days 
from  the  date  of  the  notice; 

(2)  A  statement  that  the  full 
disposition  recommendation  and 
analysis  and  other  supporting 
information  will  be  available  for 
inspection  and  copying  at  the  HUD  Held 
office  and  for  inspection  at  the  project 
office; 

(3)  A  statement  that  the  Property 
Disposition  Committee  will  be  reviewing 
the  Director’s  recommendation  and  any 
comments  submitted  and  will  then  make 
a  decision  to  accept,  modify  or  retiim 
the  Director's  recommendation; 

(4)  A  statement  that  no  action  on 
disposition  will  take  place  until  the 
Committee  approves  a  final  disposition 
program; 

(5)  A  statement  of  the  eligibility 
requirements  for  displacement  beneHts 
for  any  tenants  who  might  be  displaced 
and  a  summary  of  the  expenses  which 
are  reimbursable,  the  assistance  which 
HUD  will  provide  in  seeking 
replacement  housing,  and  the  names, 
addresses  and  phone  numbers  of  HUD- 
approved  counseling  agencies;  and 

(c)  A  separate  notice  of  anticipated 
displacement  shall  be  sent  to  each 
tenant  who  would  be  displaced  if  the 
Disposition  Recommendation  were 
approved  as  submitted. 

(d)  Reasonable  requests  from  tenants 
for  a  waiver  of  the  fees  charged  for 
copying  under  the  provisions  of  24  CFR 
15.14  will  be  honored. 

§  290.41  Forwarding  of  disposition 
recommendation. 

After  the  comment  period,  described 
above  in  §  290.40,  the  Director  shall 
forward  the  disposition  recommendation 
to  the  appropriate  Property  Disposition 
Committee  with  tenant  comments,  a 
summary  of  those  comments  and  any 
additional  information  the  Director 
considers  relevant  to  the  disposition 
recommendation. 

§  290.43  Demolition. 

HUD  may  permit  the  demolition  of 
units  or  projects  as  part  of  the 
disposition  or  management  of  a  project, 
but  demolition  shall  be  recommended 
only  as  a  last  resort. 

(a)  In  making  a  disposition 
recommendation,  the  Director  may 
recommend  a  plan  to  demolish  a  project 
or  part  of  a  project  on  the  basis  of  one  or 
more  of  the  following  criteria: 


(1)  The  current  and  projected  need  for 
the  housing  is  not  sufficient  to  obtain  the 
level  of  occupancy  required  for  feasible 
project  operation. 

(2)  There  is  major  structural  damage 
or  serious  physical  deterioration  and  it 
is  not  feasible  to  repair  the  project 
because  of  engineering  or  design 
problems  or  because  of  excessive  cost. 
Repairs  which  cost  more  than  85%  of 
replacement  cost  ordinarily  will  not  be 
'Considered  Rnancially  feasible. 

(3)  Conditions  in  the  neighborhood 
surrounding  the  project  adversely  affect 
the  quality  of  the  project  environment  to 
the  point  where  life,  health  or  safety  of 
project  residents  is  threatened. 
Inaccessibility  to  facilities  or  services 
will  not  be  a  decisive  factor,  unless  it 
can  be  demonstrated  that  such 
inaccessibility  was  the  principal  cause 
of  the  failure  of  the  project. 

(b)  In  every  case,  demolition  may  not 
proceed  until  suitable  displacement 
arrangements  pursuant  to  §  290.47  have 
been  made. 

(c)  Whenever  demolition  is 
recommended  as  part  of  disposition,  the 
disposition  recommendation  must 
include  a  specific  analysis  of: 

(1)  The  extent  to  which  the  current  use 
and  the  projected  use  of  the  land  after 
demolition  are  consistent  with  local, 
regional  and  state  land  use  and  housing 
plans; 

(2)  Where  there  is  a  need  in  the 
community  for  low  income  housing  as 
defined  pursuant  to  §  290.25,  what  is 
being  done  to  replace  the  units  which 
are  to  be  demolished; 

(3)  The  probable  short-term  and  long¬ 
term  impacts  of  demolition  on  the 
neighborhood  and  the  community; 

(4)  The  availability  of  suitable 
replacement  housing  for  the  present 
tenants;  and 

(5)  The  estimated  cost  of  displacement 
benehts  as  outlined  in  §  290.47, 
excluding  the  cost  of  subsidy  programs 
for  which  the  tenants  may  be  eligible. 

(d)  Whenever  demolition  is 
recommended  during  HUD’s  ownership 
of  the  .project,  the  Director  shall  prepare 
written  documentation  pursuant  to 
paragraph  (c)  above  of  the  facts  and 
reasons  which  formed  the  basis  for  the 
decision  to  recommend  demolition.  The 
recommendation  and  supporting 
documentation  shall  be  forwarded  to  the 
appropriate  Property  Disposition 
Committee  for  approval. 

(e)  Every  demolition  recommendation 
shall  include  the  findings  of  an 
Environmental  Assessment,  and  an 
Environmental  Impact  Statement  (EIS) 
where  the  Environmental  Assessment 
concludes  that  an  EIS  is  necessary. 


§  290.45  Notice  of  displacement 

(a)  Within  30  days  after  the  final 
disposition  program  is  approved  under 
§  290.50,  HUD  (or  a  Public  Housing 
Authority,  where  it  is  acquiring  the 
project)  shall  provide  each  eligible 
tenant  who  will  be  displaced  with  a 
notice  of  displacement. 

(bf  Where  HUD  determines  that  the 
final  disposition  program  will  displace 
an  eligible  tenant  because  the  project  is 
being  demolished  or  converted  to  other 
than  residential  use,  that  eligible  tenant 
shall  receive  a  notice  advising  the 
tenant  that  if  he  or  she  moves  from  the 
project  between  the  effective  date  of  the 
notice  and  a  later  date  set  by  HUD  (not 
sooner  than  30  days  before  Ae 
anticipated  date  of  sale  or  conveyance) 
the  tenant  will  be  entitled  to 
displacement  benefits  as  outlined  in 
S  290.47.  The  notice  should  describe  the 
reimbursement  process  and  provide  the 
name,  address  and  phone  number  of  the 
HUD  official(s)  who  will  provide 
assistance  in  locating  replacement 
housing. 

§  290.47  Displacement  benefits. 

(a)  Tenants  who  are  not  eligible 
tenants  pursuant  to  this  part  will  not 
receive  displacement  benefits  unless 
otherwise  provided  by  law.  Where 
disposition  is  to  a  state  agency  which 
will  acquire  a  project  with  Federal 
financial  assistance,  as  defined  in  24 
CFR  42.20,  displacement  benefits  will  be 
provided  in  accordance  with  the 
provisions  of  24  CFR  42. 

(b)  Whenever  eligible  tenants  are 
displaced  as  a  result  of  the  disposition 
or  repair  of  a  project,  they  shall  be 
entitled  to  the  benefits  set  forth  in  this 
section.  Where  appropriate,  these 
benefits  may  be  offered  by  HUD  in  the 
alternative.  Eligible  tenants  who  move 
prior  to  approval  of  the  final  disposition 
program  shall  be  eligible  for 
displacement  benefits  if  they  receive  a 
notice  of  anticipated  displacement 
pursuant  to  §  290.40(c)  and  they  would 
have  been  displaced  by  the  disposition 
program  as  approved.  Eligible  tenants 
shall: 

(1)  Receive  priority  to  occupy  units  in 
HUD-owned  formerly  sudsidized 
projects  at  rental  rates  not  to  exceed  25 
percent  of  income.  Where  more  than  one 
suitable  unit  is  available  for  occupancy, 
the  Director  may  select  the  unit  to  be 
offered  to  the  tenant: 

(2)  Be  afforded  the  opportunity  to 
return  to  repaired  units  in  the  same 
project  whenever  possible  and  be 
reimbursed  for  moving  expenses 
pursuant  to  paragraph  (b);  or 

(3)  Receive  a  priority  for  other  Federal 
housing  assistance  under  the  United 
States  Housing  Act  of  1937,  as  amended. 
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(c)  Eligible  tenants  shall  be  given 
assistance  in  locating  replacement 
housing  and  shall  be  reimbursed  for 
moving  expenses  not  to  exceed  an 
amount  determined  by  HUD  to  be 
reasonable  for  the  household  size  and 
circumstances  of  the  move. 

(d)  If  an  eligible  tenant  declines  the 
assistance  offered  pursuant  to 
paragraph  (b)  of  this  Section,  such 
tenant  shall  still  be  eligible  to  receive 
assistance  afforded  under  paragraph  (c). 
and  the  provision  of  such  assistance 
shall  discharge  HUD's  obligation  to 
provide  displacemeilt  benefits  pursuant 
to  this  Part 

§  290.50  Disposition  program. 

(a)  The  Property  Disposition 
Committee  will  review  the  Director’s 
recommendation,  the  disposition 
analysis  and  any  other  information 
submitted  by  the  Director  as  well  as  all 
other  comments  received  and  any  other 
information  it  may  require,  all  of  which 
shall  become  part  of  the  administrative 
record.  After  its  review  the  Committee 
may  approve  the  recommendation  as 
submitted,  modify  it  and  return  it 
approved  as  modified,  or  return  it  for 
further  work  and  resubmission. 

(b)  If  the  Committee  approves  the 
recommendation  as  submitted  or  as 
modified,  it  shall  become  the  final 
disposition  program  and  the  notice 
procedure  in  §  290.45  shall  be 
implemented  by  the  Director  upon 
written  notification  of  the  Committee 
action. 

(c)  No  final  disposition  program  which 
provides  for  repairs  to  be  performed  by 
the  purchaser  or  other  conditions  of  sale 
may  be  approved  unless  it  provides  for 
rescission  of  the  sale  or  reconveyance  of 
the  project  to  HUD  if  the  repairs,  which 
are  a  requirement  of  the  sale,  are  not 
carried  out  in  a  timely  manner,  or  if  the 
project  is  not  operated  in  accordance 
with  any  other  conditions  of  the  sale. 
This  remedy  is  in  addition  to  any 
escrow  of  repair  funds  which  may  be 
required  as  a  condition  of  sale  or  any 
other  remedy  available  to  HUD. 

§  290.53  Methods  of  disposition. 

Disposition  shall  be  through  a  publicly 
advertised  competitive  offering  or  a 
negotiated  sale. 

(a)  Competitive  offerings  shall  be  by 
purchase  proposals  or  by  competitive 
bid,  as  recommended  by  the  Director. 

(1)  A  purchase  proposal  is  a  solicited 
submission  of  a  plan  to  purchase  and 
operate  a  project  either  without 
reference  to  price  or  where  the  price  of  a 
project  is  fixed  by  HUD  in  advance. 

(2)  When  the  competitive  offering  is 
by  purchase  proposals  HUD  shall 
revie^tv  the  proposals  considering, 


among  other  factors  which  the  Director 
deems  appropriate:  the  acceptability  of 
the  management  and  ownership  plan: 
the  probability  of  adequate  performance 
under  the  proposal;  and  the  feasibility  of 
the  proposal  in  relation  to  the  particular 
needs  of  the  project  and  the  tenants. 

(3)  HUD  shall  notify  each  person  and 
entity  submitting  an  acceptable  proposal 
that  its  proposal  is  acceptable  and 
request  submission  of  an  executed 
Contract  of  Sale  and  Purchase  to  HUD 
at  a  specific  time  and  place.  That 
Contract  shall  include  a  proposed 
pmchase  price  for  the  project  and  any 
other  information  requested  by  HUD. 
HUD  shall  then  proceed  to  evaluate  and 
award  the  contract  in  the  same  manner 
as  for  competitive  offerings  by  bid, 
provided  that  in  the  case  of  a  clearly 
superior  proposal  such  proposal  may  be 
selected  if  the  Director  makes  a  written 
determination  supporting  such  selection. 

(4)  All  other  competitive  offerings 
shall  be  by  competitive  bid. 

(b)  In  selecting  qualified  purchasers 
for  formerly  subsidized  projects  by 
competitive  bid,  purchase  proposal  or 
negotiation,  HUD  shall  establish 
requirements  and  criteria  which  HUD 
must  consider  in  determining  whether  or 
not  a  proposed  purchaser  is  qualified  to 
own  and  operate  the  project  in  a  manner 
acceptable  to  HUD.  HUD  may  establish 
review  panels  to  select  qualified 
purchasers.  Regardless  of  which 
disposition  method  is  used,  in  selecting 
a  purchaser  HUD  shall  be  satisfied  that 
sufficient  levels  of  competency  have 
been  met  with  respect  to: 

(1)  ability  to  provide  sound  financial 
management; 

(2}  ^ility  to  provide  sound  physical 
management; 

(3)  ability  to  respond  to  the  economic 
and  social  needs  of  the  tenants  and  to 
work  with  resident  organizations: 

(4)  responsiveness  of  the  proposed 
ownership  plan  to  the  needs  of  the 
tenants  and  the  project; 

(5)  adequacy  of  the  purchaser's 
organizational,  staff  and  financial 
resources  to  implement  the  proposed 
ownership  approach; 

(6)  ability  to  satisfy  all  the  conditions 
of  the  disposition; 

(7)  any  other  criteria  HUD  determines 
are  relevant  if  advance  notice  of  such 
criteria  is  given  to  prospective 
purchasers. 

(c)  Negotiated  Sales.  (1)  HUD  may 
negotiate  the  sale  of  any  project  to  an 
agency  of  the  Federal,  State  or  local 
government. 

(2)  HUD  may  negotiate  the  sale  of  a 
formerly  subsidized  multifamily  housing 
project  when  HUD  determines  that  such 
a  sale  would  best  meet  the  objectives  of 


this  Part.  Such  negotiated  sales  may  be 
recommended  when; 

(i)  The  purchaser  is  a  nonprofit 
cooperative  corporation  formed  by  the 
present  or  prospective  tenants  for  the 
purpose  of  holding  title  to  the  project; 

(ii)  The  purchaser  is  a  nonprofit  or 
limited  dividend  entity  and  it  is 
determined  by  HUD  to  be  the  best 
source  of  ownership  in  the  locality 
capable  of  the  successful  long-term 
operation  of  the  project  in  a  way  which 
is  responsive  to  all  the  HUD 
requirements  for  operation  of  the 
project; 

(iii)  The  project  is  to  be  converted  to 
homeownership  and  individual 
condominium  or  homeownership  units 
are  to  be  sold;  or 

(iv)  The  purchaser  is  a  nonprofit 
consumer  cooperative  corporation  with 
successful  experience  in  the  operation  of 
nonprofit  housing. 

(3)  When  an  offer  to  purdiase  is 
received  as  part  of  a  negotiated  sale,  it 
shall  be  evaluated  to  assure  that  it 
complies  with  all  HUD  requirements  for 
the  sale  of  the  project.  Particular 
attention  shall  be  paid  to  the  financial  , 
feasibility  of  the  proposed  ownership 
plan. 

(4)  When  a  sale  is  negotiated  to  a 
nonprofit  cooperative  corporation  or  a 
nonprofit  consumer  cooperative 
corporation,  the  sales  price  shall  be 
computed  by  determining  the  value  of 
the  project  in  one  of  the  following  ways: 

(ij  if  the  project  is  sold  to  lower 
income  tenants  without  a  subsidy,  the 
value  shall  be  the  amount  which  can  be 
supported  by  debt  service  payments 
equal  to  the  rental  income  to  the  project 
operated  as  a  nonprofit  cooperative  with 
the  tenants  paying  25%  of  income  for 
rent  or  the  market  rental  rate,  whichever 
is  lower,  minus  payments  for  all 
operating  expenses,  taxes  and  required 
reserves; 

(ii)  if  the  project  is  sold  with  Section  8 
subsidies  the  value  shall  be  determined 
as  in  (i)  except  that  the  project  rents  set 
pursuant  to  Section  8  shall  be  used  to 
determine  rental  income.  Where 
appropriate  (as  in  a  partially  subsidized 
project),  a  combination  of  the  above 
methods  may  be  used  to  determine 
price: 

(iii)  in  all  other  cases,  the  value  shall  - 
be  the  fair  market  value  as  determined 
by  HUD, 

(iv)  The  prepaid  expenses  incurred  in 
converting  to  cooperative  ownership 
may  be  recovered  by  deferring  payment 
on  the  mortgage  and  placing  project 
rents  into  an  escrow  for  the  purpose  of 
paying  those  expenses  or  HUD  may 
make  such  other  provision  for  payment 
as  HUD  determines  are  reasonable  and 
appropriate. 
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(d)  Previous  Participation  Review.  All 
purchasers  of  HUD-owned  projects  must 
be  approved  under  the  Previous 
Participation  Review  and  Clearance 
procedures  in  24  CFR  200.210  et  seq., 
except  Federal,  State  or  local 
government  agencies. 

§  290.55  Property  disposition  committee. 

(a)  There  shall  be  a  Property 
Disposition  Committee  (PDC)  with 
authority  to  approve  all  dispositions  of 
HUD-owned  multifamily  housing 
projects. 

(b)  The  PDC  shall  consist  of  the 
following  officials  or  their  designees: 

(1)  The  Chairperson  shall  be  the” 
Assistant  Secretary  for  Housing-Federal 
Housing  Commissioner. 

(2)  The  Deputy  Assistant  Secretary  for 
Multifamily  Housing  Programs. 

(3)  The  Director  of  the  Office  of 
Multifamily  Housing  Management  and 
Occupancy. 

(4)  The  Director  of  the  Office  of 
Multifamily  Housing  Development: 

(5)  The  General  Counsel. 

(6)  The  Deputy  Assistant  Secretary  for 
Public  Housing  and  Indian  Programs. 

(c)  The  PDC  may  delegate  its 
authority  to  approve  property 
dispositions  to  PDC's  convened  at  the 
Regional  or  Area  Office  level  on  such 
terms  and  conditions  as  the  PDC  may 
prescribe. 

(d)  The  Director  of  the  Office  of 
Multifamily  Financing  and  Preservation 
shall  serve  as  a  non-voting  member  of 
the  Property  Disposition  Committee  and 
shall  be  responsible  for  presenting 
disposition  recommendations  to  the 
Committee  for  its  decision. 

Issued  at:  Washington,  D.C.,  August  28, 
1979. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing-Federal 
Housing  Commission. 
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